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ECONOMIC PROBLEMS TO THE FORE 


Basic questions about the role of the United States 
in the world economy are coming once again to the 
fore. U. S. policies on world trade, on European 
recovery, on economic cooperation through the 
United Nations, and on aid to underdeveloped coun- 
tries are being shaped each day by the action taken 
by our government on specific problems. Further 
decisions will be made by the next session of Con- 
gress on such questions as U. S. membership in the 
International Trade Organization, appropriations 
for E.R.P., and legislation to authorize the Point 
Four program. The test of United States economic 
foreign policy is our action on particular issues such 
as these as they arise, rather than our statements 
of intention. (See Trenps articles, October 17, 
September 5.) 


What Next in E.R.P.P 


For some time there have been signs of a coming 
“showdown” in the European Recovery Program, on 
the degree of economic unification which the par- 
ticipating countries are achieving. The issue was 
put very clearly by Economic Cooperation Adminis- 
trator Paul Hoffman when he spoke in Paris to the 
Council of the O.E.E.C. (Organization for European 
Economic Cooperation). Stressing the fact that the 
Western European nations cannot recover and pay 
their own way once again unless economic barriers 
between them are broken down, Mr. Hoffman sug- 
gested that further U. S. appropriations for E.R.P. 
would depend upon tangible progress and specific 
plans toward integration of their separate economies. 
He asked for such specific evidence by early 1950, 
before the next request for funds to Congress must 
be made. 

The problems of such economic unification are 
admittedly great. The Benelux countries, for ex- 
ample, have found that they must delay their plans 
for a full economic union—that the many adjust- 
ments to be made in the three domestic economies 
are taking longer than had been thought. And Brit- 
ain points out that there are certain conflicts in her 
obligations to the sterling area and those to her part- 
ners in European recovery. Likewise any drastic 


steps to increase trade among the European nations 
themselves and do away with trade barriers such as 
import quotas will cause considerable dislocation 
and hardship to producers in most of the countries 
concerned. 


Economic Integration 


Mr. Hoffman in his speech said that he recognized 
such difficulties, but thought that there was no ac- 
ceptable alternative. He suggested that further 
E.R.P. grants from the United States might be based 
on performance rather than need. He urged co- 
ordinating national fiscal policies, working out neces- 
sary exchange rate adjustments, finding ways to 
cushion the inevitable disturbances and hardships 
to domestic producers, and breaking down economic 
barriers first within smaller groups of nations (fol- 
lowing the Benelux example) before integrating 
them all. 

In response to Mr. Hoffman’s speech, the O.E.E.C. 
announced a tentative plan to free about half of the 
trade between the participating countries from im- 
port quotas and exchange controls by mid-December. 
O.E.E.C. is also exploring the possibilities of a new 
system of payments for intra-European trade in 
which currencies would be transferable from one 
country to another; such a scheme would have the 
effect of increasing competition and bringing down 
the cost of European goods. Likewise, E.R.P. coun- 
tries are considering ways of giving more authority 
to the O.E.E.C., a necessary step in getting greater 
economic integration. 

Meanwhile, most E.R.P. countries are struggling 
to adjust themselves to the results of the recent de- 
valuation. Realizing that devaluation will be useless 
if there is a substantial rise in prices, they are making 
great efforts to hold the line against inflation. 


Report of Commerce Mission 


Specific recommendations to both Europe and the 
United States, to businessmen and labor as well as 
governments, resulted from the report of the E.C.A. 
Commerce Mission. Its task was to investigate pos- 
sibilities of increasing Western Europe’s dollar earn- 
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ings. The Mission reached the conclusion that West- 
ern Europe can sell enough in the United States to 
pay for its needs, provided that European producers 
make an intensive effort to produce goods acceptable 
to the United States, and that the U. S. in turn be 
willing to buy. 

Point Four 


Another important field of economic policy now 
requiring United States action is the “Point Four” 
program (see TRENps, July 11; May 2, 16, 30). Before 
Congress adjourned, hearings were held on H. R. 
5594 and S. 2197, which are intended to spur U. S. 
private investment abroad. The bills would author- 
ize the Export-Import Bank to give assurances to 
private business against two special risks of overseas 
investment—expropriation of their holdings, and in- 
ability to convert their profits into dollars. Hearings 
were also held on H. R. 5615, authorizing an ex- 
panded program of technical assistance, both through 
the United Nations and the U. S. government. 

Meanwhile, the General Assembly has been con- 
sidering a program of technical assistance through 
the United Nations and the specialized agencies. The 
program, worked out by the Secretariat and the Eco- 
nomic and Social Council, has been unanimously ap- 
proved by the Assembly Committee which considered 
it. Final action is expected before the Assembly 
adjourns. 


International Trade Organization 


Hearings on H. J. Res. 236, authorizing U. S. 
membership in the I.T.O. are expected to begin early 
in the next session of Congress. This is expected 
to be a key test of United States economic foreign 
policy, with considerable opposition already evident. 


Increasing U. S. Imports 


Through most of these problems runs one familiar 
strain: will the United States adjust itself to the role 
of a creditor nation and be willing to increase its 
imports? ‘The importance of this question was re- 
cently stressed by Secretary of State Acheson in his 
address to the National Foreign Trade Council’s 
Convention. He pointed out that what Americans 
have considered a “favorable” balance of trade (more 
exports than imports) has really been an “unfavor- 
able balance”: since 1913 we have exported about 
$100 billion of goods for which we have not been 
paid. 

The latest tariff reductions announced under the 
Annecy agreements were a step toward helping to 
reverse this unfavorable balance, but more are needed. 
The U. S. Treasury is now having a series of conver- 
sations with European officials in an effort to explain, 
and if possible simplify, U. S. customs “red tape.” 


European traders have complained vigorously of 
the administration of U. S. customs. It is thought, 
however, that legislative changes will be necessary 
before much simplification can be done. 


$5.5 Billion Deficit Foreseen 


A federal budget deficit of $5.5 billion in the cur- 
rent fiscal year which runs from July 1, 1949 to 
June 30, 1950 is foreseen in a recent report of the 
Bureau of the Budget. This report, usually issued 
earlier in the year, was delayed until after Congress 
had completed action on all appropriations and other 
measures which bear on the revenue and expenditure 
picture of the federal government. 

Although the President’s budget message last Jan- 
uary had indicated a deficit in the 1950 fiscal year of 
9 billion dollars, decreased revenues due to a mod- 
erate drop in prices, money incomes and corporate 
profits have combined with unforeseen increases in 
certain budget expenditures to raise the deficit con- 
siderably. 

Expenditures are now estimated to be $43.5 billion, 
$1.6 billion above the January estimate. The rise is 
due to an increase in the cost of veterans’ services 
and benefits, increased purchases of housing mort- 
gages by the R.F.C., a rise in the cost of supporting 
farm commodity prices and a larger postal deficit. 
These rises more than offset declines in other items 
of the budget. 

Receipts are now estimated to be $38 billion, $3 
billion less than the January estimate. 

International affairs and national defense programs 
still dominate the budget, as in every postwar year. 
They make up half of the budget expenditures. 
When expenditures on veterans’ programs and inter- 
est on the public debt are added, 75°% of the budget 


is accounted for. 
Questions Are Raised 


Running a deficit in prosperous times that amounts 
to approximately the size of the entire budget 15 
years ago is causing many people to raise questions. 
If sizable deficits are incurred in good years, when 
will the budget run a surplus? Can expenditures 
be reduced by reorganizing the government to run 
more efficiently? Should not the advantages of 
present government programs and proposed new 
ones be considered more carefully in relation to the 
effect they have on the budget? Must we look for 
new ways to increase revenues? 

These are among the questions which must be 
faced by Congress when it convenes again in Janu- 
ary. While members of Congress are at home dur- 
ing the recess, they will be alert to citizen opinion 
on these issues. 
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